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of the exceptionally favorable terms offered by the government, ended in lamentable failure. Encouragement was then given to Russian financiers, and in the middle of the 1860's there began a real orgy of railway promoting and speculation in railway securities, Confidence in Russia having in the meantime been restored, railway issues found eager purchasers abroad, especially in Germany and England. The scandalous involvement of higher bureaucrats in railway promoting forced the government to prohibit responsible officials from participating in private railway companies (1868); this rule, however, was never fully enforced. There was much irregularity in securing concessions and in railway financing and management. "The existence of many of our railway companies is fictitious/' wrote the minister of communications, Count A. P. Bobrinsky, in his report to the tsar in 1873; "their firms are a mere front; their managing boards are irregular; their shareholders are straw men; their shares were never actually subscribed/' Bobrinsky complained that when the management of companies remained formally within the law, the ministry of communications was reduced to the role of a helpless observer of activities "contrary to the interests of the government, the company, and the fisc"; but even when the law was clearly violated the government was compelled, at a heavy cost to the treasury, to condone illegal actions in order to protect Russian credit. By January 1,1880, the total indebtedness of private railway companies to the government amounted to 1,091 million rubles. "The financial disorders of our railways have reached the limit/' A. A. Abaza, minister of finance in 1880-1881, declared in the committee of ministers in February, 1881. "No more than five or six of our railway companies are in a position to pay their shareholders dividends in excess of the returns guaranteed by the government; the majority, however, burden the treasury with requests for payments of almost the full amount of the official guarantee, and a great many cannot even meet their operating expenses. . . . The bulk of private railway companies operate exclusively with government funds and present a highly abnormal phenomenon: on the one hand, expenditure of public money without adequate control; on the other, private management without the stimulus of private interest." Abaza's criticisms and his proposal that in the future construction of railways should be undertaken by the government were endorsed by the committee of ministers. Such was the stern yet fully justified appraisal of Russia's first major venture in capitalist enterprise.